Questions for: PROBLEM SET 04

Name _______________________ Section ________________________

Use your worksheet and graph to answer the following questions.

1. a) What are the initial equilibrium values for price and quantity in the market for swordfish?

PRICE = __________

QUANTITY = ________
b) Why is the initial equilibrium price not $14?  If the price were $14 in this market with these demand and supply curves, what changes would you predict?

2. Explain precisely how the IF statement in column E of your worksheet functions.

3. What are the equilibrium values for price and quantity after the demand curve shifts to the left?  Who gains and who loses as a result of the consumer boycott?

PRICE = __________

QUANTITY = ________

4. Consider the market for chicken, a substitute for swordfish.  What changes would you predict in the market for chicken as a result of the changes in the market for swordfish?  What changes would you predict in the market for tarter sauce, a complement of swordfish?  Explain using diagrams of the market for chicken and the market for tartar sauce.
5. Consider the impact of the price floor that is imposed after the effects of the boycott are felt by this market.  (Use the second demand curve.)

a) How much swordfish is demanded at the price floor? 
__________

b) How much swordfish is supplied at the price floor?  
__________

c) What is the excess supply at this price?  __________

d) What will happen to this surplus fish if the government does not purchase it?  What problems are created by this policy that attempts to protect the incomes of people who fish for a living?  Explain.

6. Would a price floor or a price ceiling be the most effective way to intervene in the market for swordfish if the goal is to reduce overfishing?  Discuss the pros and cons of each policy.  
7. If we want to reduce the quantity of swordfish exchanged in this market in order to protect the fish population, what will happen to the incomes of people who catch and sell swordfish?  What will happen to these suppliers?  Provide two suggestions for what the government might do to help these producers.  
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